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TAGS: EAID,JA,IZ 

SUBJECT: JAPANESE FINANCIAL ASSISTANCE TO IRAQ 
REF: TOKYO 7313, 6585 

1 . SUMMARY: AS PREVIOUSLY REPORTED, JAPAN HAS AGREED TO 
ADDITIONAL $1 BIL OF TIED CREDITS AT AVERAGE ANNUAL 
INTEREST RATE OF 6.3 PERCENT TO JAPANESE SUPPLIERS IN 
SUPPORT OF IRAQI PROJECTS. THIS MESSAGE CONTAINS MINISTRY 
OF FINANCE EXPLANATION OF HOW LOW RATE OF INTEREST IS 
CONSISTENT WITH EXPORT CREDIT AGREEMENT OF OCT 1974. 

2. FINATT NOTED TO MOF OFFICIAL $1 BIL OF NEW CREDITS 

TO IRAQ AT AVERAGE ANNUAL RATE OF INTEREST OF 6.3 PERCENT 
(SEE REFTELS) AND SOUGHT EXPLANATION OF HOW THIS 
WAS CONSISTENT WITH JAPAN'S AGREEMENT OF OCT 1974 THAT 
COMMERCIAL EXPORT CREDITS OF MORE THAN FIVE YEARS 
SHOULD BE NO LESS THAN 7.5 PERCENT. MOF DIRECTOR OVERSEAS 
PRIVATE INVESTMENT DIV (YAMAGUCHI) GAVE FOLLOWING 
EXPLANATION. 

2. AT THE TIME OF THE OIL EMBARGO AND CRISIS IN LATE 
1973 -EARLY 1974, THEN ITI MINISTER NAKASONE REACHED 
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PROJECTS (FERTILIZER PLANT, LPG PETROCHEMICALS, EXPORT 
REFINERY, ALUMINUM SMELTER, CEMENT PLANT) (REPORTED 
74 TOKYO A- 133, FEB 25, 1974). JAPAN INITIALLY AGREED TO 
PROVIDE $1 BIL IN CREDITS TO FINANCE CONSTRUCTION OF THESE 
PROJECTS, RECOGNIZING THAT COST OF THESE PROJECTS 
WOULD BE SUBSTANTIALLY LARGER. A FERTILIZER PLANT WAS 
FINANCED WITH A PORTION OF THE FIRST BIL DOLLARS IN CREDITS. THE 
ALUMINUM SMELTER PLANT WAS ABANDONED AS UNECONOMIC WHILE 
THE CEMENT PLANT WAS AWARDED TO ANOTHER COUNTRY. THE OTHER 
THREE PROJECTS HAVE BEEN ADVANCED DURING RECENT DISCUSSIONS 
(AND A FOURTH PROJECT, THERMAL POWER PLANT, WAS RECENTLY 
ADDED (SEE REFTELS). 

3. YAMAGUCHI EXPLAINED THAT THE SECOND BILLION DOLLARS IN 
CREDITS TO IRAQ WAS THEREFORE MERELY A CONTINUATION OF A 
COMMITMENT ENTERED INTO BY THE GOJ PRIOR TO SIGNING OF THE 
EXPORT CREDIT AGREEMENT IN 1974. IF THE NEW GENTLEMAN'S 
AGREEMENT ON EXPORT CREDITS IS FINALIZED, JAPAN WOULD DECLARE 
THIS BIL DOLLAR CREDIT AS A PRIOR COMMITMENT. 

4. YAMAGUCHI MENTIONED THAT EVEN AT 6.3 PERCENT THE NEW 
CREDIT TO IRAQ WAS A VERY SOFT LOAN AND HAD A LARGE GRANT 
ELEMENT, BUT IT WAS NOT NEARLY AS SOFT AS THE INITIAL 
BILLION DOLLAR CREDIT OFFERED AT AN AVERAGE RATE OF 
INTEREST OF 5.25 PERCENT. 
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